



























































































































































































































































































































































Summary of Financing

Amount (in millions);
Luxury Tax Receipts $181.0
Cavaliers Luxury Seating 95.0
Parking Revenue Bonds 41.0
Indians Private Suites 31.2
Local Contributions 30.6
State Grants 27.6
Stadium Founder's Suites 20.0
Naming Rights 20.0
Federal Grants 8.6
Interest Income 7.0
County Funds 5.0
Arena Private Suite Deposits 4.0
City of Cleveland Contribution 2.2
Total = =~ = $473.2
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August 15, 1995

Mr. Henry Savelkoul, Chair

Advisory Task Force on Professional Sports in Minnesota
900 South Fifth Street

Minneapolis, MN 55415

Dear Mr. Savelkoul:

The City of Minneapolis has repeatedly been called upon to fill the void in facilitating the
success of professional sports in Minnesota. The Minneapolis Auditorium was the venue
for the Minneapolis Lakers. Metropolitan Stadium supported the early years of the Twins.
The City provided the necessary financial support for the early years of the Metrodome
with an unlimited food and liquor taxes in downtown Minneapolis (the last year of these
taxes were imposed was 1984). The Metropolitan Council reviews the Sports Facilities
Commission budget annually to determine whether these local taxes need to be imposed
again. Between 1979 and 1984, these taxes raised $15.8 million. In addition, the City
shared $4.4 million of its parking revenues with the Sports Facilities Commission from
1983 through 1993. Presently, the City provides about $125,000 in shared parking meter
revenues, traffic control and other support services for the Metrodome.

While the local food and liquor taxes are inactive for the Metrodome finance plan, these
taxes in addition to a hotel tax and a one-half cent sales tax are imposed in Minneapolis to
finance the state convention center and related convention facilities. The City’s
entertainment tax is also pledged to support the Convention Center bonds. If it ever
becomes necessary to re-impose the food and liquor taxes for the Metrodome, the City’s
hospitality industry would be adversely impacted by the overall tax burden: the 3%
convention center liquor tax, the 3% convention center food tax, the .5% City sales tax,

the 3% entertainment tax, the 6.5% state sales tax, and the unlimited food and liquor taxes
for the Metrodome.

Recently, as a last resort, the City of Minneapolis issued $72 million in General Obligation
Tax Increment Bonds and $12.6 million in Minneapolis Community Development Agency
Revenue Bonds to purchase the Target Center and secure the state’s National Basketball
Association franchise. To provide for the payment of the bonds, the City had to pledge all

its property tax and entertainment tax yield from the Center as well as a portion of its
event parking revenues.
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The City of Minneapolis is “tapped out.” We have pushed to the limits of our financial
capacity. There is no more City money for professional sports.

The City’s financial position is very vulnerable as a result of four years of tax base decline,
tax abatements, and two years of no significant growth in the tax base. The City’s tax
capacity declined from $331.5 million in 1989 to $279.6 million in 1993, a decline of
almost $52 million or 16%. Tax abatements during the period 1991 to 1994 amounted to
$16.4 million, dramatically reducing net tax collections and disrupting the administration
of the City’s budget. The tax capacity for 1995 payable 1996 is estimated to be $284.7
million, a .2 percent increase over 1994.

Another indicator of the weakening in the City’s financial position is interest eamings to
the City’s General Fund, which receives investment income on most of the temporarily idle
cash balances in the City Treasury. In 1990, interest earnings totalled $3.7 million. By
1994, interest earnings had declined to $180,000.

Minneapolis has undergone significant changes over the past 15 years. In 1980, the
median household effective buying income in Minneapolis was the same as that of the
metropolitan area. By 1993, Minneapolis had declined to 70% of the metropolitan
average. We need to focus our limited financial resources on managing the challenges
facing our community--violent crime, neighborhood revitalization, living wage job
creation. More than half of the City’s housing stock was built before World War II.

The City’s AAA credit rating from Moody’s is at risk if the City does not start to pay
down its substantial debt burden (reference the attached Rating News). The City cannot
debt finance another major project (like the Target Center acquisition). The highest credit
quality has a significant financial benefit to the City. For example, if the City had a bond
rating of A at the time it issued its existing debt, the City’s interest expense would be
about $2 million more each year.

The City’s revenues are regressive relying on property taxes and user fees. It does not
capture the benefits of increasing economic activity. ‘For example, of the $7.5 million in
annual tax yield from spending attributable to the Target Center, the state receives $6.5
million and the City receives about $1.0 million. Of the amount received by the state,
about $5.2 million is general purpose revenues available for any purpose. About 99% of
the City revenues are earmarked for financing the Convention Center facilities and the
Target Center.

The same reality applies to the economic benefit derived from the Vikings, Twins, and any
future hockey franchise. Professional sports are state resources. In the future, the State
of Minnesota must assume the lead role in providing whatever reasonable financial
assistance is deemed to be appropriate for maintaining viable professional sports
franchises.



The City of Minneapolis stands ready to help facilitate solutions to assure the presence of
professional sports in Minnesota, but it cannot finance these solutions.

Sincerely,

%M@n—

Sharon Sayles Belton
Mayor

ackde Cherryhomes
City Council President



Moody$ Investors Service

Publc Anance Department | Reting Desk
Moody's Investors Service
o 99 Church $heet

New York, NY 10007
(212) 8830833

Moody's Conflrms Aaa Rating for Minneapolls, Minnesota’s General Obilgation Bonds

But Cltes Caution on High Debt Load

NEW YORK, NEW YORK - JUNE 18, 1998

Effective yesterday, Moody's confirmed the Aaa rating assigned to the general obligation bonds of the City of
Minneapolls, based upon the following credit considerations:

Maintenancs of Current Rating Relles on Expoohd Diminution of High Debt Load

in relation to the budget, concem arses ovor tha Increasing burden tarme by city residents of this growing level
of debt, regardless of whether it is uitimately pald by taxes or user charges. However, officlals asser that city -
Anancing of additional large public projects is not lIRety for the foreseeable future, oonsequently, direct debt
levels are expected to decline as futurs borrowing will be targely limited to routine Improvement projects.
Malintenance of the current prime grade rating relles upon the expectation that the city's high debt load wit
decline overthe next several years and {hat full market values will continue to exhibit improvement,

Clty Serves as Economlc Center For Growing Tiin Citles Metropolitan Ares

Significant private and public investment during the 1980s enabled the city to maintain its position as the
economie centar of the growing metropolitan area. This was exemplified by (he creation of new jobs and the
construction of several large commercial developments, Today, Minneapolls remains the home to several large
corporations as well as significant Institutional, retall and enterainment sectors. Moreover, city unemployment
rates consistently remaln below state and nationa dverages and are currently very low. While

. an over-supply of
office space throughout the reglon contributed to a 8izable reduction ip the city's taxable values during the early

Proven Financlal Management and Controls Enalble Clty to Malntain Healthy Operating Balances

The clty's General Fund balance remains In excess of Iy prudent minimum 10% reserve policy. Reserve levels
have been maintalned even though a recent perod of Increased property tax abatements and delinquenciss
resulted In unbudgeted revenue shorttalls. Despite the axpsctation of continued fiscal pressurgs prAncipally due

(Continued)
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* " " Moody'a Confirma Aag Rating fer Minneapolls, MM’. General Obligation Bonds
R

1o anticipated federal and state aid reductions, md‘htanance of a healthy level of operating reserves is an
expectation of this rating assignment, given the city’s financial managemant and controls.

Strong Liquidity Support For Demand Featurs on 8erles 19958 Bonds

the city Is offering through negotiation on Juns 20, $26,845,000 of General Obligation Various Purpose Bonds,
Serlos 10068 (Varable Rate). Moody's has assigned & Aaa/VMI® 1 to the Serles B Bunds, The YMIQ
component of the variable rate bond rating reflects; a) the ¢radit strength of the lssuer; b) addltional liquidity for
the demand feature Is provided by a strang standby purchase agresment (SBPA) with Bayerische Versinsbank,
A.Q, (rated Aaa/P~1 by Moody's); and ¢) satisfactory legal provisions to ensure imely access lo the SBPA. The
liquictty agreement covers full principal; acerued Inferast on the obligations will be pald by the cily. While the
bank's obllgation to purchase under the SBPA Is conditional, the conditions tindar which it can refuse to
purchase are limited to lssuer payment default on these bands or parlty general obligation debt, general
oblgation debt accslsration, bankruptey, lnsowencznor a moratorium appiicable to tho Issuor's debt. All
condltions meet Moody's criterla for terminating 8ventis and condltons precedent to bank payment.

Ar?lount of Debt Affected by Rating: $812,501 474, of which $140,540,000 are variable rale demand
obllgations. .
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contacts:

Steven J. Bocamaza

Vica President/Supervisor
Central Reglona! Ratlnga
(212)653-7168

Jamie Burr

Vice President - Assistant Director
Legal An

(212) 553-0471
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RECOMMENDATIONS

IN GENERAL

L. The public sector should take such actions as are reasonably necessary and
prudent to retain the professional sports currently played in Minnesota.

2. Retention of existing professional sports teams should take priority over
attracting new professional sports teams.

3. Additional public support of professional sports should be broadly based and
financed at a statewide or regional level. )

4, Any additional resources directed to any of the current professional teams

should be contingent upon long-term playing agreements (at least 30 years)
restricting portability of franchises to assure that Minnesota will receive the
long-term benefit of renegotiated agreements.

INDUSTRY-WIDE ISSUES

.

The outstanding league-wide issues (salary caps, revenue sharing and collective
bargaining agreements) are beyond the control of the public sector; however,
the public sector should not be penalized for the failure of the national sports
industry to discipline itself. Before any proposal is made for state or regional
involvement in the creation of new or enhanced revenue streams or capital
improvements, the professional sports teams must demonstrate, to the
satisfaction of the public, that public dollars will not be used to compensate
for revenues that might otherwise be available but for the lack of agreement
on national league-wide issues.

PROFESSIONAL BASEBALL

6.

The Commission and its certified public accountant should complete their
examination of the Minnesota Twins’ financial records.

Options for a private-public partnership must be developed to support any
additional public revenues needed.

The retention of the Minnesota Twins will require either a) additional
revenue streams in the Metrodome; or b) if a) is not feasible, the
construction of a new baseball stadium.



10.

11.

12.

Further research should be pursued to develop all options for private
resources, whether applied to the Metrodome or to a new stadium.

The level of public support for the construction of a new stadium should be
determined by a public referendum to the extent allowable under state laws.

Before any public revenues are pledged to or spent on a new stadlum, private
resources must be maximized.

A satisfactory business plan must be developed and be acceptable to the
public before any public revenues are pledged to or spent on a new stadium.
Among other items customarily discussed in a business plan, the plan should
address the marketing plan and revenues attributable to private suites and
private seat licenses, and disclose any long term agreements proposed or
executed with respect to the facility.

PROFESSIONAL FOOTBALL

13.

14.

The Commission and its certified public accountant should examine the
Minnesota Vikings’ financial records.

The Metrodome will need major capital improvements to provide for the
needs of the Minnesota Vikings and their fans, and the Minnesota Vikings will
need additional revenue streams from the Metrodome.

PROFESSIONAL HOCKEY

.Acknowledging the priorities established for the retention of the Minnesota

15.
Twins and Minnesota Vikings, the Commission should pursue options for the
attraction of NHL hockey to Minnesota.
kml/ftemplate/msfc/proposed.007
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